HISTORICAL SURVEY.
I n o r d e r to u n d e r s t a n d fu lly th e c h a r a c t e r of th e d ifficu lties th r o u g h w h ic h Esthonia h b e e n p a ssin g , it is n e c e s s a r y to b e a r in m in d th e n a t u r e of th e p r o b le m s w ith w hich the Ren Hr I w a s fa c e d d u r in g th e first y e a r s of its e x is te n c e .
I t w a s o n ly b y th e T r e a t y of D o r p a t ( F e b r u a r y 2 n d , 1920) t h a t th e in d e p e n d e n c e of Esthon' a lr e a d y r e c o g n is e d b y th e A llie d P o w e rs , w a s lik e w ise a c c e p te d b y R u ss ia , an d it was onh'l th e n t h a t th e E s t h o n ia n G o v e r n m e n t w a s a b le to t u r n its a t t e n t i o n fro m th e pre-occupation-1 o f -war to th e p r o b le m s o f in te r n a l c o n s tr u c tio n .
T h e G o v e r n m e n t w a s fa c e d b y a n a lm o s t c o m p le te la c k of d e ta ile d in fo rm a tio n concernin', th e e c o n o m ic c o n d itio n s of th e c o u n tr y .
T h e d o c u m e n ts of th e A d m in is tr a tio n h a d been taken! a w a y b y th e R u s s ia n s , a n d su c h s ta tis tic s a s h a d p r e v io u s ly e x is te d re fe rre d to Esthonia y I a p r o v in c e of a n E m p ir e , n o t as a n i n d e p e n d e n t S ta te .
M o re o v e r, m a n y p a r ts of the essen tial! e c o n o m ic m a c h in e r y of a n i n d e p e n d e n t S t a te w e re la c k in g .
T h e m id d le classes, w h ic h h a d o n ly c o m e in to b e in g d u r in g th e la s t half-century,had toi fin d th e p e r s o n n e l fo r th e a d m i n i s t r a t i v e a n d p o litic a l m a c h in e r y w h ic h it w as necessary toi im p r o v is e .
T h e p r o v in c e h a d n o t o n ly to b e tr a n s f o rm e d in to a S t a te b u t, a t the same time [ its e c o n o m ic s t r u c tu r e h a d to b e a d a p t e d to th e c o n d itio n s re s u ltin g f r o m th e downfall of the! R u s s ia n E m p ir e .
A s a p r o v in c e of th e E m p ir e , E s t h o n ia w a s a p ro s p e ro u s r u r a l re g io n a n d contributed ; g r e a t p a r t of th e fo o d s u p p lie s of S t. P e te r s b u r g .
T h a n k s to h e r p o s itio n on th e G ulf of Finland I s h e w a s o n e of th e g a te w a y s of R u ss ia .
T h e re e x is te d la rg e in d u s tr ie s -shipbuilding yards I m e ta llu r g ic a l w o rk s , e tc . -d e p e n d e n t n o t s im p ly u p o n th e R u s s ia n m a r k e t b u t also upon thel R u s s ia n a r m y .
A t N a r v a th e r e w e re fo r m e r ly im m e n s e c o tto n -s p in n in g w orks, employing! 12 ,0 0 0 h a n d s , w h ic h m a n u f a c t u r e d c o tt o n tis su e s for th e p e a s a n ts of th e E m p ir e . B u t the capital of th e p r o v in c e , T a llin n (or R e v a l) w a s in no se n se a m e tro p o lis . I t h a d n o financial or commer-l c ial o r g a n is a tio n s of its o w n .
I t w a s d e p e n d e n t fo r th e d is tr ib u tio n of g o o d s u p o n Russian! im p o r tin g a n d e x p o r tin g firm s.
M o st of th e E s t h o n ia n b a n k s w e re s im p ly b ra n c h e s of Russian! in s titu tio n s .
I n 1920, th e r u in in w h ic h sa v in g s b a n k s a n d b a n k in g d e p o s its were involved] o w in g to th e c o lla p se of R u ss ia , left E s t h o n ia e n tir e ly w i t h o u t w o r k in g c a p ita l.
A g r ic u ltu r e , w h ic h a s a r e s u lt of A m e r ic a n a n d R u s s ia n c o m p e titio n h a d for twenty yearsl b e fo re th e w a r b e e n t u r n in g m o r e a n d m o re to d a ir y fa rm in g , d e p e n d e d a lm o st completehj o n th e m a r k e t of S t. P e t e r s b u r g ; it w a s n o w c o m p e lle d to fin d o t h e r o u tle ts. F u r t h e r m o r e , th e m a r k e t fo r s p irits , w h ic h w e re m a n u f a c t u r e d in E s th o n ia mainly from| p o ta to e s , h a s b e e n r e d u c e d sin c e th e w a r.
T h e la s t five y e a r s h a v e b e e n a p e r io d of a d a p t a t i o n a n d c r e a tio n . T h e E sth o n ia n Govern-! m e n t h a s th e re fo re p e r fo r m e d a r e m a r k a b le ta s k in h a v in g o rg a n is e d , o u t of th e deficient material a v a ila b le , a S t a t e w h ic h , in s p ite of th e e c o n o m ic crisis th r o u g h w h ic h th e c o u n tr y has recently! p a s s e d , a p p e a r s a t b o t t o m to b e b o th s ta b le a n d p ro s p e ro u s , a n d in h a v in g m ain tain ed during! t h e la s t th r e e y e a r s a b u d g e t e q u ilib r iu m a n d a n e x c h a n g e w h ic h , if n o t s ta b le , has, comparedi w ith t h e c u rre n c ie s o f m o s t o t h e r E a s t e r n a n d C e n tr a l E u r o p e a n c o u n trie s , fluctuated within| n a r r o w lim its 1. 
G E N E R A L d e s c r i p l i o n o f t h e e c o n o m i c s i t u a t i o n .
(a) A r e a a n d P o p u l a t i o n .
The E sth o n ian s h a v e s e t u p a n in d e p e n d e n t S t a t e in a t e r r i t o r y h a v in g a n a r e a a p p r o x im a te ly ivaient to t h a t of D e n m a r k .
T h e d e n s ity of th e p o p u la tio n is r e la tiv e ly low , a b o u t onethird that of D e n m a r k 1. O n e -fifth of th e t e r r i t o r y is c o v e re d w ith fo re s ts ; lak e s a n d u n p roductive land a c c o u n t fo r a n o th e r 15 p e r c e n t.
T h e r e m a in d e r c o n sists of a g r ic u ltu r a l la n d ,
o n e -th ir d of w h ich h a d b e e n d iv id e d , p r io r to t h e w a r, in to sm a ll e s ta te s fo rm e d sin ce 1863. The degree of e d u c a tio n a m o n g s t th e p e o p le is m u c h a b o v e th e a v e ra g e of th e p ro v in c e s .(pre-war Russia, a n d it is s t a t e d t h a t 9 8 p e r c e n t, of t h e E s t h o n ia n re c r u its d u r in g t h e w a r ivere literate. A t th e U n i v e r s i ty of D o r p a t t h e r e a re o v e r 3 ,0 0 0 s tu d e n ts .
Of the to ta l p o p u la tio n , 71,2 p e r c e n t, a re r u r a l a n d 2 8 .8 u r b a n . B u t th e g r e a te r p a r t "( the urban p o p u la tio n is still in close t o u c h w i t h th e la n d , a n d th e re is n o t th e sa m e lin e of division b e tw e e n i n d u s tr ia l a n d a g r ic u ltu r a l la b o u r t h a t is to b e f o u n d in c o u n trie s possessin g big towns.
(b)
A g r i c u l t u r e .
Although a c o n s id e ra b le i n d u s t r y d e p e n d e n t o n th e R u s s ia n , a n d e sp e c ia lly o n th e S t.P e te r s burg market w as b u ilt u p a t T a llin n (R e v a l) b e fo re th e w a r, E s th o n ia is, a n d is lik e ly to re m a in , essentially an a g r ic u ltu r a l a n d fo re s t c o u n tr y .
I t is in h e r a g r ic u ltu r e a n d h e r d a ir y fa rm in g that the future p r o s p e r i ty of th is c o u n t r y o f p e a s a n t s w ill fin d its m o s t so lid fo u n d a tio n .
The large e sta te s , m o s t of w h ic h b e lo n g e d t o n o b le m e n of G e r m a n ra ce , g e n e ra lly k n o w n as "Baltic b a ro n s," w e re c o m p u ls o r ily a c q u ir e d b y th e S t a te u n d e r a la w p a s s e d in O c to b e r ifjiQ , and are a t p r e s e n t b e in g d iv id e d u p .
This reform d e m a n d e d a g r e a t w o r k of r e -o r g a n is a tio n a n d t h e o u tla y of v e r y c o n sid e ra b le capital sums. I t is n o t y e t c o m p le te d , a n d n o fin al d e c isio n h a s b e e n re a c h e d re s p e c tin g th e compensation of fo r m e r o w n e rs.
In order to p r o m o te t h e m o s t e c o n o m ic a l e x p lo ita tio n of th e s e h o ld in g s a n d th e m o st favourable m a rk e tin g o f a g r ic u ltu r a l p r o d u c e , t h e S t a t e h a s ta k e n s te p s to d e v e lo p v a r io u s forms of agricultural c o -o p e r a tiv e so c ieties.
The co-operative m o v e m e n t in E s t h o n ia b e g a n w ith th e o p e n in g of th e p re s e n t c e n tu r y . The co-operative b a n k s , t h e K o n s u m v e r e in e a n d th e d a irie s a re c o n sid e re d th e m o s t i m p o r t a n t organisations.
All these societies, e s p e c ia lly th e c o -o p e r a tiv e d a irie s , su ffe red g r e a tly d u r in g th e w a rs, sud there has b e en a g e n e r a l r e -o r g a n is a tio n sin c e 1921.
T h e v a rio u s g ro u p s a re c o m b in e d into central a sso ciatio n s. T h e U n io n of C o -o p e r a tiv e S o c ieties is, in t h e first in s ta n c e , a s u p e r -v is o ry e d u c a tio n a l a n d p r o p a g a n d a o r g a n is a tio n , w h o se f u n c tio n it is to p ro tect the of e x is tin g so cieties, to p r o m o te n e w ones a n d t o te a c h th e sm a ll-h o ld e rs the interest! Principle; c o -o p e r a tiv e a d m in is tr a tio n .
A t th e sa m e tim e , h o w e v e r, it a c ts as in te rm e d ia ry betw c o -o p e r a to r s a n d th e G o v e r n m e n t ; it re c e iv e s, c o n sid e rs a n d c o -o rd in a te s applications f o r^ 1 g r a n ts , w o r k s o u t p la n s fo r n e w d r a in a g e sc h e m e s, etc ., a n d n e g o tia te s w ith the Gove ^ j Tf flip O n v p r n m p n t aptppc. tn t h e nlanc: nrnnnc.prl it rtrnrpprlc: fn ttiaVp q ro-nifoi __ . . 1
If th e G o v e r n m e n t a g ree s to t h e p la n s p ro p o se d , it p ro c e e d s to m a k e a c a p ital grant thn th e in te r m e d i a r y of th is o rg a n is a tio n . T h e o r g a n is a tio n itself, h o w e v e r, has no finan'' r e s p o n s ib ility b e y o n d t h a t of a c tin g a s a c c o u n ta n t.
C lo sely c o n n e c te d w ith t h is U n io n is th e E e s ti R a h v a p a n k (E s th o n ia n People's Bank I w h ic h w a s f o u n d e d in 1920.
T h e c e n tr a l o r g a n is a tio n of t h e W h o le s a le C o -o p e ra tiv e S o c ieties is the so-call J " E . T . K . " , w h ic h e m b r a c e s 263 so cieties. I t d iffers fro m w h o le sa le co-operative societiel e lse w h e re in as m u c h a s it b o t h b u y s a n d sells to its m e m b e rs , im p o r tin g grocery, agricultural m a c h in e r y , se e d -c o rn , e tc ., w h ic h a re so ld t h r o u g h th e v a r io u s lo cal stores, and marketin'! a g r ic u ltu r a l p r o d u c ts .
T h e c e n tr a l a sso c ia tio n of c o -o p e ra tiv e d a irie s " E s t o n ia " w a s fo u n d e d in i g n anj re c e iv e d c o n s id e ra b le G o v e r n m e n t s u p p o r t in r e c e n t y e a rs, m o re e sp e cially since 1922. It control a la rg e p a r t of th e e x p o r t of d a ir y p r o d u c e . T h e G o v e r n m e n t, in o rd e r to m a in ta in the qualitl of e x p o rts , e x e rc ise s c o n tr o l o v e r th is tr a d e . T h e s e e x p o r ts h a v e in c re a s e d ra p id ly and continuel t o in c re a s e in 1924 in s p ite of th e fallin g -o ff in th e n u m b e r of cows.
T h e h a r v e s t in 1923 w a s b a d (w orse p r o b a b ly t h a n th e official fig u res indicate), and for thil re a s o n th e n e t im p o r ts in 1923 a n d 1924 w e re g r e a te r t h a n w o u ld b e e x p e c te d in a normal veal T h e s e n e c e ssa rily h e a v y im p o r ts c o n tr i b u t e d g r e a tly to t h e difficu lties th r o u g h which EsthoniJ h a s j u s t p a s s e d '.
T h e d a ir y f a rm in g a n d th e p o t a t o a n d fla x c u ltu r e c o n s t it u t e a t o n ce th e basis of Esthonia! a g r ic u ltu r e a n d of h e r e x p o r t tra d e . F o r ty -o n e p e r c e n t of t h e l a n d is p ra irie and meadow! o v e r 20 p e r c e n t fo re s t a n d 23.4 p e r c e n t u n d e r p lo u g h . B u t E s t h o n ia is n o t, a n d was not befor| th e w a r, se lf-s u p p o rtin g in cereals.
I n s p ite of t h e a g r a r ia n r e v o lu tio n re s u ltin g f r o m t h e c u ttin g -u p of th e large holdings, thl d iv is io n of la n d u n d e r c ro p s h a s n o t u n d e r g o n e a n y v e r y m a r k e d c h a n g e . T here has been ; s lig h t in c re a s e in th e a r e a d e v o te d to w h e a t a n d o a ts o w in g to t h e d is a p p e a ra n c e of the RussiaJ s u p p ly , a slig h t fa ll in th e la n d u n d e r p o ta to e s a n d a n a p p r e c ia b le a n d m o re serious réduction in t h e flax a rea .
T h e o u t p u t p e r h e c ta r e in E s t h o n ia is lo w a n d w a s low b e fo re t h e w a r. W ith improve! m e t h o d s a n d th e g r a d u a l c o n s o lid a tio n of th e n e w h o ld in g s, it sh o u ld p ro v e possible to raisi t h e a v e r a g e a n n u a l p r o d u c tio n to a m a te r ia l e x te n t. F u r t h e r , it a p p e a r s t h a t th e local railwal c o m m u n ic a tio n s a r e in su ffic ie n tly d e v e lo p e d . T h e G o v e r n m e n t b e lie v es t h a t th e construction o f n e w lin es w o u ld b e a p ro f ita b le c a p ita l e x p e n d itu re .
(c) F o r e s t s .
S in c e th e a g r a r ia n re fo rm t h e fo re s ts h a v e b e lo n g e d w h o lly to th e S ta te . I t is u n d e r s to o d t h a t th e fo re s ts a re fa ir ly w ell s i t u a t e d fro m th e p o in t of view of transport b y riv e r , r a il o r la k e , a lth o u g h th e r e w a s c o n s id e ra b le o v e r -c u ttin g a lo n g th e railw ay lines durinf th e w a r.
T h e l a n d d e n u d e d is, h o w e v e r, b e in g r e p la n te d .
See Annex II.
The State m a k e s a c o n s id e ra b le p ro fit o u t of t h e fo re s t a d m in is tr a tio n . T h e p ro fit fro m th e (lf timber c o u ld b e in c re a s e d b y r e m o v in g th e e x p o r t d u tie s. B u t th e G o v e rn m e n t p re fe rs S foraopart of its re v e n u e a n d o b ta in p a r t fro m C u sto m s d u tie s in o r d e r to p r o te c t th e w ood, p°"lp and paper in d u strie s.
(d) I n d u s t r i e s .
The industries in E s t h o n ia w h ic h d e s e rv e sp e c ia l a t t e n t i o n are th o se b a s e d o n h e r n a tu r a l resources -i-e-( a p a r t fr o m a g ric u ltu re ) w o o d , sh a le oil, c e m e n t.
Although th e y h a v e s u c c e e d e d to a c e r ta in e x te n t in fin d in g n e w o u tle ts, th e m a jo r ity of th e so-called big in d u strie s a r e in c o n s id e ra b le d ifficu lties o w in g to th e fa ct t h a t th e y w ere c o n s tru c te d to meet the d e m a n d of t h e R u s s ia n m a r k e t, w h ic h n o lo n g e r exists.
Furthermore, t h e y w e re le f t a f te r th e w a r w i t h c o m p le te la c k of w o rk in g c ap ita l, a n d th e y bave had to rely in r e c e n t y e a rs to a v e r y g r e a t e x te n t u p o n th e c re d its a d v a n c e d b y th e B a n k of Esthonia, c red its w h ic h a re n o w la rg e ly im m o b ilise d . B e fo re th e w a r, th ese b ig in d u strie s employed a c o n sid era b le a m o u n t of R u s s ia n la b o u r , w h ic h h a s d isa p p e a re d . O n th e o th e r h a n d , titre has been a n im m ig r a tio n of E s t h o n ia n s fro m R u s s ia . A s it is, h o w e v er, sc a rc e ly a n y of the larger factories a re w o r k in g a t m o re t h a n a b o u t h a lf-c a p a c ity .
Although th e p r o p o s e d c o n v e n tio n w i t h L a t v i a w ill n o d o u b t so m e w h a t a lle v ia te th e situation, it c a n n o t b e e x p e c te d t h a t , in a n y th i n g lik e th e im m e d ia te fu tu re , a n y of th ese industries, w ith th e sole e x c e p tio n of th e p a p e r a n d p u lp fa cto rie s, w ill ach iev e th e ir p re -w a r production.
Lack of w o rk in g c a p ita l is still a se rio u s d iffic u lty in a n u m b e r of cases, b u t th e m a in hinèance to re co v e ry is t h e m o r e se rio u s f a c t t h a t th e in d u s tr ie s w ere o rig in a lly b u ilt u p for a market which no lo n g e r e x is ts .
Although, in all b r a n c h e s of in d u s tr y , t h e s c a rc ity of c a p ita l is felt, still th e to ta l a m o u n t of foreign credit ( W a r e n k r e d it) w h ic h t h e c o u n tr y e n jo y s is n o t n egligible.
The credits g r a n te d to i n d u s t r y b y th e h e a d office of th e " E e s ti P a n k " a n d o u ts ta n d in g a t the end of 1923 a n d 1924 w ere as follow s : T e x tile m a n u f a c t u r e w a s th e m o s t h ig h ly d e v e lo p e d of th e E s th o n ia n p re -w ar industrie-, e m b r a c in g , in a d d itio n to tw o la rg e c o tto n -s p in n in g a n d w e a v in g fa cto rie s, th r e e cloth factories a lin e n f a c to r y of c o n sid e ra b le size a n d a n u m b e r of w ool a n d flax u n d e rta k in g s .
T h e E s t h o n ia n te x tile m ills b e fo re th e w a r w e re r e s tr ic te d a lm o s t w h o lly to the production of se m i-fin ish e d fab rics. F in is h in g w a s th e n d o n e in th e R u s s ia n m ills a n d th e goods only returned to E s t h o n ia to th e e x te n t to w h ic h th e y w e re r e q u ir e d for th e d o m e s tic m a r k e t. As a consequence, th e i n d u s t r y w a s left a t th e e n d of th e w a r n o t o n ly w ith o u t a m a r k e t b u t also as an incomplete p r o d u c tiv e u n it. T o so m e e x te n t th is se c o n d d iffic u lty h a s b e e n o v e rc o m e b y th e establishment of sp ecial b le a c h in g a n d p r in tin g d e p a r tm e n ts . I t is b e lie v ed t h a t p r o d u c tio n could be somewhat in c re a s e d w e re m o re c re d its a v a ila b le . B u t a lth o u g h th e la c k of a d e q u a te c re d its is considered a t th e m o m e n t as c o n s titu tin g th e m a in d ifficu lty , it m a y b e p r e s u m e d t h a t th e full force of the g ro w in g G e r m a n c o m p e titio n h a s n o t y e t b e e n felt.
T h e w o o l i n d u s tr y h a s p r a c tic a lly n o m a r k e t o u tsid e E s t h o n ia a n d th e an tic ip a ted Latvian m a r k e t.
T h e p r e -w a r h e a v y -m e ta l i n d u s t r y -s h ip b u ild in g a n d m a c h in e in d u s tr y , production of rail w a y w a g o n s a n d of re frig e ra tin g m a c h in e r y -w a s w h o lly d e p e n d e n t u p o n th e R ussian demand a n d e sp e c ia lly u p o n th e R u s s ia n n a v y . T h e E s t h o n ia n G o v e r n m e n t h a s a t th e m o m e n t a propos. jjer consideration fo r d e fin ite ly c lo sin g d o w n tw o of th e th re e s h ip b u ild in g y a r d s a n d c o n v e rtin g |he third into a s h ip p in g a n d lo c o m o tiv e r e p a ir s h o p ; a n d so m e su c h a c tio n w o u ld a p p e a r to be cjential.
There w ould seem to b e n o w little p r o s p e c t of th e m e ta l i n d u s tr y as a w h o le b e in g a b le
to s u p p ly p a r t of th e d o m e s tic d e m a n d fo r a g r ic u ltu ra l m a c h in e ry , a n d , w ith th e development o f th e u tilis a tio n of sh a le fo r fuel, to c o n s tr u c t sp ecial fu rn a c e s fo r th is p u rp o se . 1 The wood in d u s tr y , w h ic h is b a s e d u p o n r a w m a te ria l fo u n d in th e c o u n try , is in a m u c h stronger position. I t c o n sists of sa w m ills, p u lp a n d p a p e r fa cto rie s, a n d a larg e fa c to ry m a k in g veneer (three-ply) a n d te a -c h e sts.
Although th e p u lp a n d p a p e r i n d u s t r y w a s d e p e n d e n t b efo re th e w a r on th e R u ss ia n m a r k e t, it has now been able to fin d o th e r m a r k e ts .
The total p r o d u c tio n of p a p e r a n d p u lp b a s in c re a s e d ste a d ily in re c e n t y e ars, a n d is n o w even greater th a n it w a s b e fo re th e w a r.
The cem ent i n d u s t r y is lik e w ise b a s e d on d o m e s tic ra w m a te ria l, a n d it is b e lie v ed in th e country to have a f u tu re , e sp e cially o n a c c o u n t of th e f a c t t h a t th e ash of th e sh ale e m p lo y e d for heating m ay be su c c essfu lly u s e d in th e m a n u f a c tu r e o f c e m e n t. C o n sid e rab le difficulties h a v e, however, been m e t w ith in fin d in g m a r k e ts , a n d o n e of th e tw o co n cern s is te m p o r a r ily closed down.
Great hopes a re p la c e d u p o n th e sh a le oil in d u s tr y , th e d e p o sit of sh ale b e in g e s tim a te d a t between 3,500 a n d 5,000 m illio n m e tr ic to n s. U n d e r th e E x p r o p r ia tio n L a w of O c to b er 1919, th e «hole of these d e p o sits b e c a m e th e p r o p e r t y of th e S ta te . T h e sh a le is of im m e d ia te im p o rta n c e to Esthonia, as it is u s e d d ire c tly fo r h e a tin g p u rp o s e s in th e c e m e n t w o rk s, in th e ra ilw a y s, in the pulp mills, a n d in d e e d to a g ro w in g e x te n t b y i n d u s t r y in E s th o n ia , w ith th e re su lt t h a t th e commercial b a la n c e of th e c o u n tr y is reliev ed .
The actual o u t p u t o f sh a le in r e c e n t y e a r s h a s in c re a s e d ra p id ly -fro m 9,000 m e tric to n s in 1018-1919 to 206,000 in 1923. !t is stated t h a t th e E s t h o n ia n sh a le is q u ite u n u s u a lly ric h in oil a n d t h a t th e y ie ld of b en zin e is high.
Obviously, a la rg e a m o u n t of fo reig n c a p ita l w ill b e r e q u ir e d before th e in d u s tr y can h o p e to develop. B u t a n u m b e r of fo reig n c o n c e rn s h a v e a lr e a d y s h o w n th e ir in te re s t in its possibilities.
The G o v e rn m en t also h o p e s to b e a b le to re d u c e im p o r ts of coal b y m a k in g use of w a te r power.
(e) T r a d e .
The E sth o n ia n b a la n c e of t r a d e since th e w a r h a s b e e n p a ssiv e 1. It is probable t h a t in 1922, w h e n e x p o rts c o n s titu te d 86 p e r c e n t, of th e v a lu e of im p o rts, the balance of p a y m e n t s w a s a c tiv e , fo r in t h a t y e a r, a p a r t fro m o th e r fa c to rs w h ic h a re d e alt with below, the t r a n s i t t r 
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w a s a t o n ce a s y m p t o m a n d t o so m e e x te n t a c a u s e of th e crisis th r o u g h which the , , • 6 1 me country h a s b e e n p a ssin g .
T h e m o s t i m p o r t a n t s e c o n d a r y c a u se s of th e a d v e rs e b a la n c e of tr a d e in 1 9 2 3 were the« n e t im p o r ts of c ere als a t th e e n d of t h e y e a r, re s u ltin g fro m th e r e la tiv e ly bad harvest*^1 th e g r e a t in c re a s e in th e im p o r ts of c e r ta in r a w m a te ria ls , e sp e c ia lly c o tto n , which wa< c o u n te r -b a la n c e d b y a n y e q u iv a le n t in c re a se in th e e x p o r t of m a n u f a c tu r e d goods. The/"'i cau ses, h o w e v e r, a re r a t h e r to be f o u n d in th e g e n e ra l in c re a s e in c o n su m p tio n and r e x p e n d itu re , a f te r th e re la tiv e ly p ro s p e ro u s y e a r 1 9 2 2 -a n in c re a se w h ic h was rendered p o ssib le b y th e c re d it p o lic y of th e G o v e r n m e n t a n d th e C e n tra l B a n k -a n d , secondly in tj ' f a c t t h a t th e G o v e r n m e n t a n d th e C e n tra l B a n k d ir e c te d th e ir a t t e n t i o n to so large an extent to t h e r e v iv a l of in d u s tr ie s w h ic h h a d b e en m a in ly d e p e n d e n t o n th e R u s s ia n market.
T h e in c re a se in th e e x p o r ts in 1 9 2 4 w a s m a in ly d u e to a n in c re a se in the q u an tities ol a g r ic u ltu r a l p r o d u c ts sold. N e g o tia tio n s a re a t p r e s e n t b e in g c o n d u c te d w ith L a t v i a w ith th e o b je c t of bringin° int,, fo rce th e C u sto m s U n io n w h ic h w a s o rig in a lly sig n ed on J a n u a r y 1st, 1923. T his Union would in v o lv e th e re c ip ro c a l d u ty -f r e e im p o r t a n d e x p o r t of th e n a tio n a l p io d u c e of b oth countries a c o m m o n tariff fo r fo re ig n g oods, a n d th e c o n tin u a n c e o f th e p r e s e n t s y s te m of levying duties in e a c h c o u n tr y o n th e p r o d u c e of a th ir d c o u n tr y im p o r te d t h r o u g h th e o th er. Should (hic o n v e n tio n b e p u t i n to force, c e r ta in E s th o n ia n in d u s tr ie s a n d th e E s th o n ia n export trade w o u ld c e r ta in ly b e b e n efite d .
PUBLIC FINANCE.
D u r in g th e first fo u r y e a rs of th e life of th e R e p u b lic , fro m 1918 to 1921, th e budget deficits g r a d u a lly s a n k fro m 7 8 .3 p e r c e n t in 1 9 1 8 -1 9 1 9 to 1 6 .7 p e r c e n t in 1921 of to ta l expenditure a n d a m o u n t e d in th e a g g r e g a te to 2,567 m illio n E m k .
T o c o v e r th e s e d eficits, t h e T r e a s u r y h a d re c o u rse to in fla tio n , a n d th e domestic debt, c o n sistin g a lm o s t e x c lu siv e ly of T r e a s u r y n o te s in c irc u la tio n , w as th e consequence of these o p e r a tio n s in th e e a r ly p e rio d of E s t h o n ia 's in d e p e n d e n t ex isten ce.
I t is a n o te w o r th y fa c t t h a t th e G o v e r n m e n t h a d a lr e a d y su c c e e d e d in re v ersin g the balance b y 1922, w h ic h y e a r fin ish ed w ith a s u r p lu s of m o re t h a n 1,300 m illio n E m k or almost 25 per c e n t, of th e to ta l e x p e n d itu re . T h is s u rp lu s w a s u tilise d to th e e x te n t of 100 million Emk fo r p a y m e n t of in te r e s t o n a n d a m o r tis a tio n of fo re ig n d e b t.
T h e r e m a in d e r w as devoted to i n te r n a l d e b t r e d e m p tio n in th e fo rm of w ith d r a w a l of T r e a s u r y n o te s fro m circulation.
I n th e fo llo w in g y e a r, 1923, th e b u d g e t s u rp lu s a m o u n te d to 3 3 7 .5 m illio n E m k, of which 3 8 .8 m illio n s w e re u s e d fo r r e p a y m e n t of fo reig n d e b t a n d th e r e m a in d e r for withdrawing n o te s .
F o r 1924, th e finally^ clo sed a c c o u n ts are n o t y e t a v a ila b le , b u t it is a lread y clear that a s u r p lu s of p r o b a b ly so m e 30 m illion E m k w ill b e re alised . T h u s for th r e e consecutive years, th e E s t h o n ia n G o v e r n m e n t, d e s p ite all d ifficulties, h a s su c c e e d e d in se c u rin g a substantial b a la n c e o n th e r ig h t sid e of t h e b u d g e t 1.
T h e E s t h o n ia n G o v e r n m e n t a n tic ip a te s t h a t th e s itu a tio n in 1925 w ill be th e same, h is t r u e t h a t th e 1925 b u d g e t e s tim a te s sh o w a deficit of 3 3 2 .2 m illio n E m k , b u t they include fo r th e first tim e th e in te r e s t o n th e A m e ric a n d e b t, fo r th e se rv ice of w h ic h negotiations are still in co u rse. A b o u t 60 m illio n E m k a re d u e to in c re a s e d e x p e n d itu re a n d a b o u t 270 millions to r e d u c e d e s tim a te s of r e v e n u e as c o m p a r e d w ith th e p re v io u s y e a r.
T h is budget has not 1 See Annex I.
, been p assed a n d is s u b je c t to re v is io n b y P a r lia m e n t ; m o re o v e r, it h a s b e en th e h a b it of jhf Financial A d m in is tr a tio n to k e e p c u r re n t e x p e n d itu re w ith in th e lim its se t b y re v e n u e immediately available.
phis has been p o ssib le o w in g to t h e f a c t t h a t a la rg e p r o p o rtio n of th e e x p e n d itu re c o n sists ,f capital advances c a p a b le of re d u c tio n .
The revenue fro m d ire c t ta x e s a m o u n ts to 18 p e r c en t of to ta l re v e n u e fro m ta x a tio n , trn! in spite of th is c o m p a r a t i v e l y lo w p e r c e n ta g e , th e r a te s are h ig h , re a c h in g a m a x im u m of more than 37 p e r c e n t.
I t is u n d e r s to o d t h a t , o w in g to in a d e q u a te a sse ssm e n ts, th e s e ra te s are not wholly effectiv e. B u t t h e y t e n d to c h e c k fo reig n firm s, w h ic h n a tu r a lly b a se th eir calculations on th e r a te s le g a lly in force, f r o m ta k in g u p b u sin e ss in th e c o u n try . I t re m a in s [o be seen w h e th e r th e p ro p o s e d c o n v e n tio n w ith L a tv ia w ill or will n o t re d u c e th e y ie ld cf C u s to m s duties. T h e E s t h o n ia n T r e a s u r y b u d g e ts fo r a s lig h tly h ig h e r y ield in 1925 th a n in 1924. The ta x a tio n p e r h e a d a m o u n ts t o 3,086 E m k , o r 31 g old k ro o n (1 gold k ro o n b ein g equivalent to 1.39 g o ld fran c s).
A s r e g a rd s e x p e n d itu re , it is a lm o st in e v ita b le t h a t a sm all
State like E sth o n ia s h o u ld b e b u r d e n e d w ith c o m p a r a tiv e ly h ig h o v e rh e a d ch arg es, b u t it seem s probable that, n o w t h a t t h e g r e a t w o r k of r e c o n s tr u c tio n a n d re o rg a n is a tio n is la rg e ly c o m p le te d , the administration c o u ld b e sim p lified , e sp e cially b y r e d u c in g th e n u m b e r of M in istries (th ere are at present ten, in a d d itio n to th e S t a te C h a n c e lle ry a n d th e so -called S t a te c o n tro l). I n th e estimates for th e y e a rs 1924 a n d 1925, ra ilw a y s a n d p o sts, te le g ra p h s a n d tele p h o n e s show' a net surplus of re c e ip ts o v e r a n d a b o v e w o rk in g ex p en ses, c a p ita l e x p e n d itu re b e in g c o v ere d bv appropriations fro m th e e x tr a o r d in a r y b u d g e t.
The e x tra o rd in a ry b u d g e t c o n sists of tw o p a r t s :
(а) E x ce p tio n a l e x p e n d itu r e u n d e r t h e v a r io u s M in istrie s a m o u n tin g to a to ta l of 9 2 7 .6 million E m k , of w h ic h a s u m of 2 4 5 .4 m illio n E m k is fo r d efen ce p u rp o se s, a n d (б) Loans f r o m th e so -c alled O p e r a tio n F u n d .
T h ese lo a n s a m o u n te d to 8 6 4 .6 m illion E m k in 1923, 4 1 6 .8 m illio n E m k in 1924, a n d a re e s tim a te d a t 3 1 9 .5 m illio n E m k in 1925. M o re t h a n h a lf of th e s e lo a n s h a v e b e e n g r a n te d fo r th e d e v e lo p m e n t of agriculture.
I n 1923 a n d 1924, th e lo a n s w e re fu lly c o v ere d b y c u r re n t re v en u e , and in 1925 t h e to ta l of t h e lo a n s to be g r a n te d a m o u n ts to m o re t h a n th e e s tim a te d deficit. A lth o u g h th is p o lic y of g r a n tin g lo a n s in a id of p r iv a te e n te rp ris e m a y have b e en ju stifia b le d u r in g th e y e a rs o f re c o n s tru c tio n , th e q u e s tio n n o w arises w h eth er th e G o v e r n m e n t w o u ld n o t b e w ell a d v is e d to lim it its in te r v e n tio n . D u rin g the last th r e e y e a rs, a c o n sid e ra b le p o r tio n of th e r e v e n u e d e riv e d fro m t a x a t io n h as been u tilise d fo r c a p ita l o u tla y of v a rio u s k in d s.
The total debt of E s t h o n ia a m o u n t e d o n J a n u a r y 1st. 1925, to 9,901.7 m illio n E m k , of which 2,285.7 m illio n s r e p re s e n t d o m e s tic d e b t, c o n s is tin g a lm o st e n tire ly of T r e a s u r y n o te s in circulation. T h e re is n o d e b t to th e B a n k of E s th o n ia .
Since 1921 T o ta l 7 ,6 1 6 .-
The I 'n i t e d S ta te s of A m e ric a d e b t, as sh o w n in th e ta b le , in c lu d e s 4 ^61 > ,n j "i, . , t"'J -r'-4u uoiiaru n p a id in te r e s t. 1 I n a d d itio n to th e s e fo re ig n d e b ts , w h ic h a re g iv e n in a n a n n e x to th e E sthonian bud th e r e is a lia b ility o n w h ic h n e g o tia tio n s a re still p ro c e e d in g , a m o u n tin g to about /lo o o ffo r c r e d its g r a n te d b y th e U n ite d K in g d o m in c o n n e c tio n w ith th e w a r of E s th o n ia n independent S in c e 1921, th e G o v e r n m e n t h a s r e p a id a b o u t 400 m illio n E m k of foreign debt
MONETARY SITUATION AND CREDIT POLICY.
A l th o u g h th e s o u n d fin an c ia l p o lic y w h ic h th e E s th o n ia n G o v e r n m e n t has followed in re c e n t y e a r s h a s e n a b le d it to s te e r c le a r of th e d a n g e r s of fid u c ia ry in fla tio n , it h a d not altogether e sc a p e d c e r ta in m is ta k e s in its c re d it p o licy , w h ic h h a v e r e n d e r e d th e m o n e ta ry situation some w h a t difficult.
T h e E e s ti P a n k , a lth o u g h th e o r e tic a lly a jo in t-s to c k c o m p a n y u n d e r State contmi is in p r a c tic e a p u r e ly S ta te in s titu tio n , b e c a u se all th e sh a re s a re n o w h e ld b y the Esthonian R e p u b lic .
I t is n o t in th e m a in a c e n tr a l b a n k of issu e, b u t th e m o s t i m p o r t a n t commercial bank in th e c o u n tr y .
I t s b a n k n o te s a re n o t leg al te n d e r , b u t a re c o n v e rtib le on d e m a n d into State n o te s, w h ic h a re leg al te n d e r.
T h e c o v e r r e g u la tio n s a re p e c u lia r.
T h e b a n k n o te s m u s t be c o v e re d to the extent u n o t less t h a n 50 p e r c e n t b y d o m e s tic bills d isc o u n te d , lo a n s a n d a d v a n c e s ; to the extent of n o t less t h a n 10 p e r c e n t b y S t a te n o te s ; th e r e m a in d e r b y fo reig n e x c h a n g e net balances p re c io u s m e ta ls a n d o th e r a sse ts of th e B a n k , in c lu d in g G o v e r n m e n t se c u rities. Thus, accord in g to th e law , g o ld a n d fo reig n a sse ts c o n s t it u t e th e se c o n d a ry a n d non-essential line d e fen c e a n d c o u ld , in d e e d , b e w h o lly r e p la c e d b y G o v e r n m e n t o b lig a tio n s, although, in fact th e B a n k h a s h e ld o n ly in sig n ific a n t a m o u n ts of G o v e r n m e n t se c u ritie s.
O n the other hand th e G o v e r n m e n t still p o ssesses a c o n sid e ra b le fo re ig n re se rv e , d e ta ils of w hich are givec b elo w , a n d in p r a c tic e a m a x im u m c irc u la tio n lim it h a s b e e n fixed.
T h e n o te c irc u la tio n gives a v e r y in c o m p le te p ic tu r e of th e re a l c u r re n c y a n d credit situa tio n .
I n o rd e r to fo llo w th e c o u rse of e v e n ts d u r in g 1923 a n d 1924, it is n ecessary to set out in a single ta b le all th e m a in ite m s of th e E e s ti B a n k 's b a la n c e -s h e e t, to g eth e r with the t r e a s u r y re se rv e s a n d n o te c ir c u la tio n (see T a b le , A n n e x I I I ) .
A s th e B a n k is p r a c tic a lly a S t a te d e p a r t m e n t w ith n o in d e p e n d e n t cap ital, and as the G o v e r n m e n t h a s c e a se d th e issu e of T r e a s u r y n o te s , it is sim p le st to c o n sid er the total net re s e r v e of th e G o v e r n m e n t p lu s t h a t of th e B a n k a s o n e fu n d . D u r in g 1 9 2 1 -1 9 2 2 a n d p a r t of 1923, t h e G o v e r n m e n t p u r s u e d a p o lic y of endeavouring to re s to r e th e b ig in d u s tr ie s in E s t h o n ia to a t any-r a te so m e m e a s u re of th e ir fo rm er m agnitude, b y s u p p ly in g t h e m t h r o u g h th e E e s ti P a n k w ith th e w o rk in g c a p ita l for a ll purposes, of w h ic h in fla tio n h a d le ft t h e m b a re , a n d b y a id in g th e m in e v e r y p o ssib le w a y to adapt them selv es to th e n e w m a r k e t c o n d itio n s .
I t so h a p p e n e d t h a t , d u r in g th e y^ear 1922, R u ssia was a b le to p u r c h a s e a g a in s t gold c o n sid e ra b le q u a n titie s of E s th o n ia n p ro d u c ts , mainly agn c u ltu r a l.
M o re o v er, th e E s t h o n ia n h a r v e s t w a s e x c e lle n t, w ith th e re s u lt t h a t the Govern m e n t 's policy^ a p p e a r e d a t first sig h t to b e n o t u n su c c essfu l.
T h e g o o d h a r v e s t of 1922 raised th e p u r c h a s in g p o w e r of th e p e a s a n ts , a n d in c re a s e d th e o p tim is m b o t h of the G o vernm en t a n d of th e in d u s tr ia lis ts , w ith th e re s u lt t h a t th e G o v e r n m e n t p ro c e e d e d to in cre ase its capital e x p e n d itu r e on n e w b u ild in g s, e tc ., a n d th e in d u s tr ia lis ts to layr in s to c k s .
120 m illio n E m k fo r n e w d w e llin g -h o u se s ; 205 » » fo r a g r ic u ltu r a l b u ild in g s, d airies, n e w se ttle m e n ts , e tc. ; 135 » » to m u n ic ip a litie s fo r c a p ita l p u rp o se s ; 64 » » to S t a te e n te r p r is e s ; a total of 524 m illio n E m k .
These sum s w e re a c tu a lly e x c e e d e d , a n d it is e s tim a te d b y th e B a n k t h a t all th e S ta te in v e s tm e n ts d u rin g 1923 a m o u n t e d to so m e 1,000 m illio n E m k , or o v er a th ir d of th e to ta l of the credits to in d u s try , c o m m e rc e , a g ric u ltu re , etc ., o u ts ta n d in g w ith th e E e s ti P a n k a t the end of 1922. I11 addition to th e a d v a n c e s m a d e b y th e G o v e rn m e n t, th e E e s ti P a n k ra p id ly in creased iis loans and a d v an c es d u rin g 1922 a n d 1923. T h e a m o u n t a n d co m p o sitio n of th ese loans during the period 1 9 2 1 -1 9 2 4 v a r ie d a s follow s: These loans w ere in theory' s h o r t-te r m c red its ; b u t in p o in t of fa c t a v e ry larg e p ro p o rtio n of the working c a p ita l of th e la rg e u n d e rta k in g s , n o t o n ly for th e p u rc h a se of g oods b u t fo r th e payment of wages, e tc., h a s b e e n su p p lie d b y th e E e s ti P a n k . T h u s, a co n sid erab le p o rtio n both of the G o v e rn m e n t a n d of th e B a n k lo an s is of su c h a c h a ra c te r t h a t it c a n n o t be re p a id in the near future.
But whereas th e G o v e rn m e n t lo an s h a v e already? b e e n c o v ere d byr t a x receip ts (so t h a t th e taxation in existence c o n s titu te s a fo rce d sa v in g w h ic h , in v iew of th e p o p u la tio n 's la c k of confi dence, born of in flatio n , in all fo rm s of m o n e y sav in g , may? in so m e resp ects be beneficial), th e Bank loans have im m o b ilise d th e c re d it s itu a tio n . M oreover, a lth o u g h th e G o v e rn m e n t a d v a n c e s
" ' 'lc
T h e h o p e s o n w h ic h th is p o lic y w a s b a s e d d id n o t m ate ria lise . T h e purchasing power E s t h o n ia d e c re a s e d s te a d ily th r o u g h o u t th e y e a r 1923, a n d r a w m a te ria ls accumulated °* m a n u f a c t u r e r s ' h a n d s .
1 1 1 A b o u t M a y 1923, c o n sid e ra b le d iscu ssio n to o k p la c e c o n c e rn in g th e d esirab ility of restrict' I c re d it, b u t n o a c tiv e s te p s w e re ta k e n , a s it w a s b e lie v e d t h a t th e fall in th e n o te circulation which b e g a n a b o u t th is tim e in d ic a te d t h a t n o in fla tio n of b a n k in g c re d its w a s ta k in g place. Ho t o o w e re g e n e ra l t h a t w ith th e n e w h a r v e s t th e c re d it s itu a tio n w o u ld a u to m atically improve M o re o v er, fo r p o litic a l re a so n s , th e G o v e r n m e n t a n d th e B a n k w e re lo th to e m b a rk upon a policy o f re stric tio n , w h ic h th e y fe a re d m ig h t lea d to a n in cre ase in u n e m p lo y m e n t a n d the attendant ' so cial ill-effects.
T h e d is c o u n t r a t e th e re fo re w a s n o t ra ised , a n d lo a n s a n d a d v a n c e s w h ic h th e n stood at 3 w e re in c re a s e d b y th e e n d of th e y e a r t o 4,435 m illio n E m k . '
T h e h a r v e s t, h o w e v e r, w a s p o o r a n d th e w e a th e r w a s so b a d t h a t it w a s im possible to trails-
o n s tru c tio n , a n d th e p u r c h a s e of e x cessiv e a m o u n ts of ra w m ate ria ls could only be p a id fo r b y a n e x p o rt of p a r t of th e c a p ita l reserv e.
T h e r e d u c tio n in t h e t o ta l c irc u la tio n b e tw e e n A p ril 1 9 2 3 a n d J u l y 1 9 2 4 a m o u n te d to 25 per I c e n t (a lm o st a m illia rd m a r k s ) . B u t th is r e d u c tio n is to b e a tt r i b u t e d to th e following facts: that | t h e c r e d its a d v a n c e d b y th e B a n k w e re c o n v e r te d n o t in to d o m e s tic n o te s b u t in t o foreign cur r e n c y ; t h a t fo re ig n c u r re n c y , k e p t a rtificially c h e a p , w a s f u r th e r p u r c h a s e d d irec t w ith notes in 1 c irc u la tio n ; a n d , finally, t h a t a la rg e p r o p o r tio n of th e n o te s h eld b y th e p e asan ts naturally d r if te d b a c k to th e B a n k , w h e n , w ith t h e b a d h a r v e s t of 1 9 2 3 , th e a g ric u ltu ra l community | b e g a n to e a t in to its re serv e s.
O w in g to its p r e d o m in a n t p o sitio n o n t h e m o n e y m a r k e t, th e E e s ti P a n k was able to I m a i n t a i n th r o u g h o u t t h e first e le v en m o n th s of 1923 a r a te of e x c h a n g e on L o n d o n which was p r a c tic a lly sta b le . B u t th is s ta b ility w a s o n ly a c h ie v e d a t th e c o st of th e g o ld a n d foreign exchange re se rv e . B y k e e p in g th e r a t e of e x c h a n g e u n d u ly fa v o u ra b le , th e B a n k m a d e it m o re profitable t o b u y a b r o a d . B y t h e s a m e p ro c e d u re a n d t h e lo w r a te s a t w h ic h it a d v a n c e d credit, it induced I b u sin e ss m e n w ith fo re s ig h t to b o rro w a n d b u y e x c h a n g e in a n tic ip a tio n of a breakdow n in the | B a n k 's p o licy .
B e tw e e n D e c e m b e r 1922 a n d D e c e m b e r 1923, th e foreign e x c h a n g e a n d g o ld reserve had sunk I b y 550 m illio n E m k . I n sp ite of th is loss of re se rv e a n d th e fa ilu re of th e B a n k to restrict credit in 1923, th e G o v e r n m e n t d id n o t c o n sid e r it n e c e ssa ry to c u rta il its o w n c a p ita l expenditure. The | p r o g r a m m e fo r 1924 g iv en b e lo w sh o w s a n in cre ase of 88 m illion E m k c o m p a re d w ith th a t for 1923:
E x p e n d itu r e .
E m k (000,000's omitted).
Estim ated 1923 Estimated 1924
O n lo a n s to m u n ic i p a l i ti e s .. 
M e a s u r e s t a k e n t o Co n t r o l t h e C r i s i s .

In view of th e difficult s itu a tio n w h ic h h a d t h u s arisen , th e G o v e rn m e n t a t t e m p t e d a rtific ia lly to restrict im p o rts.
In the a u tu m n of 1923, m e a s u re s w e re t a k e n -m e a s u re s w h ic h b e c a m e m o re a n d m o re s e v e r e during th e c o u rse of t h e first h a lf of th e fo llo w in g y e a r. T h u s, in N o v e m b e r, a d u t y of 40 Emk. per pood of w h e a t a n d flo u r (a b o u t 5 p e r cen t) w a s im p o se d , a n d in J a n u a r y a c o m p le te ly new import tariff w a s in tro d u c e d , w h ic h in th e first p la c e sh o w ed a n a ll-ro u n d in cre ase of so m e jo per cent on th e p re v io u s r a te s a n d in th e se c o n d im p o s e d a n o b lig a tio n on th e im p o rte r to p a y [lie duties in gold fr a n c s a t an official r a te of e x c h a n g e , w ith th e re su lt t h a t as t h e e x c h a n g e d e p re ca te d the tariff a u to m a tic a lly in c re a s e d . T h e n e w tariff, m o re o v e r, in c re a s e d th e d u t y o n w h e a t by 20 per cent a n d ra is e d t h a t o n flo u r fro m 40 to 120 E m k . p e r p ood. I n J u n e a n d J u ly , still further increases w e re in tro d u c e d , th e rate= b e in g te m p o ra rily ra is e d b y 30, 50, 75, 100, 200 a n d e v e n 275 per c e n t. T h e b ig g e s t in c re a s e s w e re on w h e a t (275 p e r cen t), v e g e ta b le s, w o v e n canvas belting a n d h e m p g o o d s (200 p e r c en t), on flour, c o tto n tissues, soap a n d c e rta in luxury articles (100 p e r c e n t) . Tobacco, coal a n d coke, a n d fr u it w e re ra is e d b y 75 p e r c e n t ; te a , a n u m b e r of fo o d stu ffs, clothing, etc., b y 50 p e r c e n t a n d n e a r ly all o th e r a rtic le s by? 30 p e r c e n t. E x c e p tio n s to th e g e n era l rule were a few r a w m a te ria ls a n d a g ric u ltu ra l tools.
These very? d ra s tic in c re a s e s w e re m a d e p a r t l y fo r re v e n u e p u rp o se s, m o st ra w m a te ria ls being taxed, partly? w i t h a v ie w t o re d u c in g c o n s u m p tio n , a n d p a r tl y for p ro te c tiv e p u rp o se s. Special preference w a s g iv e n t o a g ric u ltu re , o n t h e one h a n d byT th e v e ry heavy7 ra te s on c ereals and on the o th e r b y t h e to ta l e x e m p tio n of a g ric u ltu ra l im p le m e n ts.
In May 1924, a fte r a c h a n g e in th e G o v e r n m e n t, th e q u e s tio n of credit restriction w a s ta k e n seriously in h a n d . T h e E e s ti P a n k w a s i n s tr u c te d to p u rs u e a p olicy of deflation so f a r as the character of its c re d its p e r m itte d , a n d th e d is c o u n t r a te w a s ra is e d fro m 8 p e r c e n t t o 9.5 per cent in Ju n e . A re d u c tio n in bills, lo a n s a n d a d v a n c e s w h ic h b e g a n in J u l y w a s fa c ilita te d by the fact th a t, w ith t h e b e g in n in g of t h e n e w h a r v e s t, th e a g ric u ltu ris ts w e re e n a b le d to liq u i date some of th e ir d e b ts a n d to effect p u rc h a s e s of m ac h in e s, etc., w h ich , o w in g to th e b a d h a r v e s t of the previous a u tu m n , h a d b e en le ft on t h e h a n d s of t h e im p o rte rs.
By The e ffect of th e c re d it re s tric tio n o n th e g o ld a n d fo re ig n re se rv e b e c a m e a p p a r e n t in the last qu arter of th e y?ear, a t w h ic h tim e , too, th e a u t u m n in cre ase in th e e x p o rts of a g ric u ltu ra l produce im proved t h e c o m m e rc ia l b a la n c e , so t h a t t h e s te a d y decline in t h a t re se rv e w a s a rre s te d . As the fall in th e e x c h a n g e m a d e t h e v a lu e of t h e re se rv e , e x p re ss e d in E s th o n ia n m a rk s , rise automatically, it is b e s t to sh o w th e m o v e m e n ts of th e re se rv e in d o lla rs : 
S (ooo,ooo's o m itte d )
T h u s, d u rin g t h e e ig h te e n m o n th s e n d in g J u n e 1924
, th e c o u n tr y e x p e n d e d $3,800000 i ts re se rv e a b ro a d . W h e n in t h a t m o n th a n e w p o lic y w a s in itia te d , th e e x ch a n g e was allowed to d e p re c ia te fro m 385 in J u n e to 415 in J u l y a n d 435 in A u g u s t 1, in o rd e r to m a in ta in theforer re se rv e .
T h e im p ro v e m e n t in th e g e n e ra l s itu a tio n d u r in g th e la s t q u a r te r of th e y e ar, w h ic h is. c a t e d b y th e rise in fo reig n re serv e , is m o s t c le a rly illu s tr a te d b y th e q u a r te r ly foreign trad e figure- 
E m k . (ooo's o m itte d ) .
Im port
Export Balance 1 9 2 3 : 1st q u a r t e r . T h e c h a n g e of p o lic y w h ic h w as in tro d u c e d in 1924 w a s n o t c o n fin ed t o restricting credit, h u t in v o lv e d also a m o re g e n e ra l re -o rie n ta tio n . As m e n tio n e d a b o v e , th e n e w tariff w a s designed e s p e c ia lly to b e n efit a g ric u ltu re a n d a n in sp e c tio n of th e B a n k 's lo a n s a n d a d v a n c e s outstanding a t t h e e n d of 1924 will sh o w t h a t th e p r o p o r tio n of c re d it g r a n te d to a g ric u ltu re substantially in c re a se d . If th e in d ire c t c re d its -i.e ., a g r ic u ltu r a l bills d isc o u n te d , lo a n s fo r m anufacture and p u r c h a s e of a g ric u ltu ra l m a c h in e r y a
n d a d v a n c e s to c o -o p e ra tiv e in s t it u t io n s connected with a g r i c u l t u r e -b e a d d e d to th e d ir e c t a d v a n c e s t o a g r ic u ltu r e , th e to ta l w ill be fo u n d to amount t o a b o u t 17 p e r c e n t of t h e B a n k 's c re d its o u ts ta n d in g a t t h e e n d of 1923 a n d a b o u t 20 per cent at th e e n d of 1924. T h is m e a n s t h a t t h e g r e a te r p a r t of th e in cre ase in 1924 w a s m ad e in favour
o f a g ric u ltu re . T h is c h a n g e of p o lic y w a s o n ly a d o p te d a n d p u rs u e d w ith c o n sid erab le hesitation, b u t in th e o p in io n of t h e F in a n c ia l C o m m itte e it is u p o n a g ric u ltu re t h a t th e prosperity of the c o u n t r y in t h e n e a r f u tu r e m u s t d e p e n d .
1 The exchange had been kept practically stable on the £ sterling during the first eleven months of 1923 and after depreciating in December, owing to general anxiety about the economic situation, was again m aintained stable at a lower level on the dollar.
S U M M A R Y OF THE POSITION AND CONCLUSIONS OF THE FINANCIAL COMMITTEE.
We have felt it n e c e s s a ry to se t o u t a t c o n sid era b le le n g th th e h is to ry of th e crisis th r o u g h which E sthonia h a s p a sse d , a s it w a s in c o n n e c tio n w ith t h a t crisis t h a t o u r advice w a s p a r ti c u larly requested. ' The present s itu a tio n , if c a re fu lly h a n d le d , is, h o w e v er, i n o u r o p in io n b y no m e a n s w ith o u t siens of strength. B y t h e e n d of 1924, E s th o n ia h a d fo r th r e e y e a rs b e en able to m a in ta in a b u d g e t equilibrium, and, e v e n s h o u ld re v e n u e fall off in 1925, it sh o u ld p ro v e possible to re d u c e c e rta in items of proposed c a p ita l e x p e n d itu re su ffic ie n tly to m e e t a n y p ro b a b le re d u c tio n in re ce ip ts. Very considerable p ro g re s s h a s b e e n m a d e in th e o rg a n is a tio n of th e n e w a g ric u ltu ra l e sta te s and the export of d a ir y p ro d u c e is s te a d ily g row ing.
The increasing u tilis a tio n of sh a le as fuel, a lth o u g h n o d o u b t u n e co n o m ica l in c e rta in resp ects, must help the c o m m e rc ia l b a la n c e of t h e c o u n tr y b y re d u c in g th e im p o rts of c o al. M oreover, th e e x p lo i tation of the shale d e p o sits fo r t h e e x tr a c tio n of oil w o u ld a p p e a r to p re se n t in te re s tin g possibilities.
The harv est of 1924 w a s g r e a tly su p e rio r to th a t of 1923 a n d th e co m m ercial b a la n ce , w hich had been passive e v e r y m o n th (e x ce p t one) e x c e p tin g fo r a y e a r a n d a-half, w as a c tiv e to th e extent of over 583 m illio n E m k . in th e la s t q u a r te r of 1924.
The proposed c o n v e n tio n w ith L a t v i a sh o u ld b e n efit b o t h c o u n trie s a n d a ssist E s th o n ia n industries to increase th e ir m a r k e ts v e r y c o n sid e ra b ly .
But, before t h e s itu a tio n c a n b e c o n sid e re d n o rm a l, it w ill be n e c e ssa ry to relieve t h e E e s ti Pank of the la rg e q u a n t i t y of fro ze n c re d its w ith w h ic h it is b u rd e n e d , to re -o rg a n ise t h a t institution an d m a k e it a n in d e p e n d e n t c e n tra l b a n k of issue a n d to e sta b lish th e c u rre n c y on a firm basis. T hese m e a su re s sh o u ld p r e s e n t n o in s u p e r a b le difficulties, a n d w h e n t h e d e le g a tio n arrived in E s th o n ia in J a n u a r y t h e y w e re in fa c t a lre a d y b e in g c o n sid ere d b y th e G o v e rn m e n t, which was c o n te m p la tin g a t t h e sa m e tim e th e p o ss ib ility of re -o rg a n isin g th e c u rre n c y sy ste m in accordance w i t h p rin c ip le s su c c essfu lly a p p lie d in o th e r c o u n trie s .
The gold a n d fo reig n e x c h a n g e re se rv e of th e G o v e rn m e n t a n d th e B a n k a t t h e e n d of 1924 amounted to a p p r o x im a te ly 49 p e r c e n t of th e a c tiv e c irc u la tio n a n d , if th e b a n k -r a te b e m a in tained sufficiently h ig h , c r e d its r e s tr ic te d a n d all o th e r p re c a u tio n s t a k e n to m a in ta in th e reserve, it sh o u ld n o t p ro v e in a d e q u a t e fo r c u rre n c y s ta b ilis a tio n .
In response t o t h e r e q u e s t fo r a n o p in io n , th e F in a n c ia l C o m m itte e se n t t h e E s th o n ia n Government o n F e b r u a r y 1 2 th a l e t t e r c o n ta in in g t h e fo llo w in g re c o m m e n d a tio n s :
A. R e-o rg a n isa tio n of the B a n k of E sth o n ia .
T h e E s t h o n ia n G o v e rn m e n t m ig h t p e rh a p s c o n sid e r a m e n d in g th e e x istin g s t a tu te s of the B a n k of E s t h o n ia so as to m a k e th e B a n k c o m p le te ly in d e p e n d e n t of th e S ta te and to s e p a r a te it e n tir e ly fro m th e M in istry of F in a n c e ; th is re -o rg a n isa tio n m ig h t b e m ade o n th e sa m e p rin c ip le s a n d g e n e ra l lines as th o se a d o p te d w h e n th e b a n k s of issue of A u stria , H u n g a r y a n d D a n z ig w ere fo u n d ed .
I f th e B a n k of E s th o n ia is re -o rg a n ise d , th e services of e x p e rts a c q u a in te d w ith central b a n k in g w o u ld be re q u ire d . H a n d in g o v e r t h e m e ta llic re s e rv e o f th e S ta te to th e B a n k of E sth o n ia , tra n s fe rrin g the S ta te n o te c irc u la tio n to t h e B a n k , a n d a m a lg a m a tin g th e tw o c irc u la tio n s m ig h t p erhaps all b e c o n sid ere d .
T h e B a n k of E s t h o n ia m ig h t also e n te r in to n e g o tia tio n s w ith o th e r banks of w ith a v ie w t o t h e e m p lo y m e n t of i ts re s e rv e s to th e b e s t a d v a n ta g e .
'toUe F in a lly , it s h o u ld e x a m in e d ra s tic a lly its h o ld in g s of bills a n d should exclude a d v a n c e s a n d all bills w h ic h it is u n lik e ly to b e a b le to collect w ith in th e n e x t ten month A d v a n c e s a n d bills n o t re c o v e ra b le w ith in th is tim e -lim it sh o u ld b e tran sferre d to anothe' in s titu tio n q u ite s e p a ra te fro m th e B a n k of E s th o n ia .
B . F o u n d a tio n o f a M o rtg a g e In s titu te .
T h e E s t h o n ia n G o v e r n m e n t m ig h t also c o n sid e r th e q u e s tio n of founding a Mort ga g e I n s t i t u t e to t a k e o v e r all lo n g -te rm lo a n o p e ra tio n s w h ic h a re a t present effected b y th e G o v e rn m e n t.
I t s in itia l e n d o w m e n t m ig h t c o n sist of su c h of th e B a n k of E s th o n ia 's claims and bills as a re n o t re c o v e ra b le w ith in th e n e x t t e n m o n th s .
T h is I n s t i tu t e m ig h t b e giv en , in t h e fo rm of fixed or p e r m a n e n t annuities, the credit; w h ic h t h e E s t h o n ia n S ta te a t p re s e n t d e v o te s to its lo n g -te rm lo a n operations. It would g r a n t th e s e c re d its a g a in s t m o rtg a g e b o n d s d u ly m a d e o u t a n d g u a ran tee d .
T h e I n s t i t u t e m ig h t also collect, u n d e r t h e sa m e c o n d itio n s as the interest and a m o rtis a tio n c h a rg e s o n t h e lo a n s g u a r a n te e d b y th e I n s t i tu t e , t h e annuities which th e n e w o w n e rs h a v e t o p a y t o th e S ta te . I t w o u ld a p p o rtio n th e s e credits among the fo rm e r o w n e rs in a c c o rd a n c e w ith a n y title s to c o m p e n s a tio n w h ic h th e y received from th e S ta te .
W e feel c o n v in c e d t h a t , w ith a c o n s e rv a tiv e e c o n o m ic policy, d ire c te d in th e first instance to w a r d s th e d e v e lo p m e n t of a g ric u ltu re , w i t h a n in d e p e n d e n t c e n tra l b a n k acting as the c e n tre of th e eco n o m ic a c tiv ity of th e c o u n tr y a n d c o n fin in g itself s tr ic tly to th e essential duties of s u c h a n in s titu tio n , a n d w ith t h a t c o n s ta n t d e te r m in a tio n of th e G o v e rn m e n t to maintain a b u d g e t e q u ilib riu m w h ic h h a s d o n e so m u c h to p re s e rv e th e s ta b ility of th e country in the p a s t, E s t h o n ia m a y lo o k fo r w a rd to a s te a d y p ro g re s s in h e r eco n o m ic w ell-being. [1923] [1924] [1925] .
D e t a i l e d B u d g e t S t a t e m e n t s
R e v e n u e :
A, Ordinary R even u e :
I. Direct t a x a tio n : 
39-8 4 2 --
45-2
State C h a n c e l l e r y . 207.9 260.9 348.8 Interest a n d r e p a y m e n t of th e D e b t . . . -T ota l E x p e n d i t u r e . . . 6 .7 9 4 -7 ,235-5 7 ,2 9 3 -
te le g ra p h and t e l e X " se rv ic e s, E s th o n ia n B a n k , etc .), p u b lic d o m a in (land, forests) a n d th e a lco h o l monopoly are™ 1 6 e lu d e d in re v e n u e a n d e x p e n d itu re , re sp e c tiv e ly . ' ~1 2
. T a x e s o n tr a n s a c tio n s a re in c lu d e d in d ire c t ta x a tio n . T h e ite m "v a rio u s receip ts" con s is ts a lm o s t e n tire ly of c e r ta in b o o k -k e e p in g e n trie s r e p re s e n tin g th e difference b e t w e e n actual issu es fro m th e T r e a s u r y a n d re a l p a y m e n ts b y th e v a rio u s d e p a r tm e n ts . W ith t h e re-orgaiii s a t io n of th e T re a s u r y , th e a c c o u n tin g s y s te m w ill b e m a d e to c o rre s p o n d to real paym en ts 3. F o r th e tw o y e a rs 1922 a n d 1923, s h o r t-te r m b o rro w in g s a re in c lu d e d in revenue 4. O rd in a ry ' e x p e n d itu re c o n sists of c u r re n t e x p e n d itu re .
" E x tr a o r d in a r y ex p en d itu re p c o n ta in s n o t o n ly r e p a y m e n t of d e b t a n d i n v e s tm e n ts (in clu d in g c o n s tru c tio n o f schools and h o u se s), b u t also a p p r o p ria tio n s fo r th e a rm y .
5. T h e O p e ra tio n F u n d e x p e n d itu re c o n sists of lo a n s to M u n ic ip a lities, for p riv a te house c o n s tru c tio n , c a p ita l a d v a n c e s to v a r io u s S t a te e n te rp ris e s , a g ric u ltu ra l u n d e rta kin g s, etc A m o u n ts re p a id a re a c c o u n te d fo r as e x tr a o r d in a r y re v en u e .
6. I n 1922 a n d 1923, in te re s t a n d r e p a y m e n t of fo reig n d e b t w e re n o t in clu d e d in the budget p ro p e r, b u t t h e y h a v e b e e n so in c lu d e d 'fo r t h e y e a rs 1924 a n d 1925. 
--
State C h a n c e lle ry . 
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Ministry of F i n a n c e . The extraordinary e x p e n d itu r e s h o w n u n d e r " V a rio u s M in istrie s" consists p a r tl y of c a p ita l expenditure (as, for in s ta n c e , th e e x p e n d itu re u n d e r E d u c a tio n fo r c o n s tru c tio n of sc h o o lh o u se s and the e x p en d itu re u n d e r R o a d s a n d C o m m u n ic a tio n s fo r th e a c q u isitio n of ra ilw a y e q u ip ment, etc.), p a r tly of e x c e p tio n a l e x p e n d itu re (as th e e x p e n d itu ie fo r d e fen c e p u rp o se s). Of th e 128 million E m k a p p r o p ria te d u n d e r th e M in is try of F in a n c e , 113 m illions re p re s e n t g ra n ts to Municipalities for e d u c a tio n a l p u rp o se s.
The Operation F u n d e x p e n d itu r e c o n sists of th e follow ing ite m s :
Emk.
Ministry of Finance:
(000,000's omitted). E m k (000,000's om itted ). 
R a ilw a y s :
T h e a m o u n t of d e b t c o n tr a c te d b y t h e S ta te u p to J a n u a r y i s t , 1925, a n d th e am ount out s t a n d in g o n t h a t d a te w e re as follow s:
E m k (000,000's o m it t e d ) .
A . D o m e stic D e b t:
D eb t contracted D eb t outstanding January ist, 1925
L o a n s .. I n a d d itio n to th e s e fo reig n d e b ts , w h ic h a re g iv e n in a n a n n e x to th e E sth o n ia n budget, th e r e is a lia b ility -n e g o tia tio n s w ith re fe re n ce to w h ic h a re still ta k in g p lac e -a m o u n tin g to about £ 1 ,0 0 0 ,0 0 0 fo r c re d its g r a n te d b y th e U n ite d K in g d o m d u rin g th e w a r of E s th o n ia n independence.
S ince 1921, th e G o v e r n m e n t h a s r e p a id a b o u t 400 m illio n E m k . of fo reig n debt.
Annex II.
T R A D E .
T o t a l I m p o r t s a n d E x p o r t s i n R e c e n t Y e a r s . 1 See note on preceding page.
T r a d e b y C o u n t r i e s . 1922 1923 1924 1922 1923 1924 Germany .
P erce n ta g es b y V a lu e .
Im ports from Exports to
• 
-
13.0
25-7
6.7
5-3
Sweden . . .
2-7 3-2
4.0 6.6 1 0 -
5-2
United S ta te s of A m e r ic a . . 1923 1924 1923 1924 1923 1924 1923 1924 1923 1924 January .... 
Meat Eggs Butter Cheese Hides Months
CHILE
A lexander R . W alke r, Ahumada 3 57, S a n t i a g o d e C h i l e .
COSTA RICA
L ib re ria V iu da de Lines, S a n J o s é d e C o s t a R i c a .
CUBA
Ram bla Bouza y Cia., H a v a n a .
CZECHOSLOVAKIA
L ib ra irie F . T opic, 11 N arodni, P bagu e.
DENMARK
V . Pios Boghandel-Povl Branner, 13, NOrregade, C o p e n h a g e n .
DUTCH EAST INDIES
Algemeene Boekhandei G. K o lfl & Co., B a t a v ia -W e ltb -TBEDEN.
ECUADOR
V ic to r Janer, G u a y a q u i l .
FINLAND
A kadem iskaBokhandeln, 7, Alexandersgatan, H e l s i n g f o b s .
FRANCE
Im p rim e rie et L ib ra irie B erger-Levrault, 136, Boulevard S aint-G erm ain, P a m s ( v i '). 
GREAT BRITAIN, DOMINIONS and COLONIES
GREECE
E le fth erou da kis & B a rth , In te rn a tio n a l L ib ra ry , Place de la C o nstitutio n, A t h e n s .
GUATEMALA
J. H um berto Ayestas, L ib re ria Cervantès, 10a, Calle O riente, No. 5, G u a t e m a l a .
HAWAII
P an-Pacific U nion, H o n o l u l u .
HONDURAS
L ib re ria V iu d a de Lines, San Jose s i Costa R ic a . 
HUNGARY
PANAMA
L ib re ria I . Preciado y C ia , L d a , Apartaüo de Corn P a n a m a .
PERU
A lb e rto U lloa, A partado de Correo 128, L is s a .
POLAND :
Gebethner & W o lff, ulica Slénkievicza 9 (Zgoia W a b s a w .
ROUMANIA
" Cartea Româneasca" 3-5, B ou l. Academid, Büchu
SAAR BASIN
L ib ra irie Marguet, 74, Bahnholstrasse, Sâaeeruck,
SALVADOR
L ib re ria M ata y Centell, S a n S a l v a d o b .
KINGDOM OF THE SERBS, CROATS AND SLOVENES
L ib ra irie Française, H e n ri Soubre, IS, KnezMlhijlouj B e l g r a d e . 
SPAIN
F or other countries, apply :
Publication Sales Department, League o f Nations, Geneva (Switzerland).
